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OTTAWA - From the* <tanaWiihe of” Bite d vanvraceuLed goods, Quebec 
is at least four timed ‘more dependent on the other nine Canadian 
provinces than they are on Ae according to an economic study 
released today by the Minister of State for Federal-Provincial 


Relations, Honourable Marc Lalonde. 


The report is entitled "Trade Realities in Canada and the Issue of 
Sovereignty-Association". It examines interprovincial trade in 
manufactured products and the consequences for this important 
element of the Canadian economy in the event of Quebec withdrawing 


from the Federation. 


The economic report deals with the concept of "Ssovereignty-association", 
as advocated by the Parti Québécois. It notes that the proponents of 
sovereignty-association have yet to explain precisely how such an 
arrangement would work. But presumably they have in mind a politi- 
cally independent Quebec carrying on business as usual in an 


economic association with the rest of Canada. 
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A number of serious questions are raised about the viability of 
the concept. Indeed, the trade data indicate that business and 
community interests in the rest of Canada would press for a funda- Pe 
mental realignment and that business as usual would not - as P.Q. ‘ 


spokesmen claim - prevail if Quebec were to separate. 


Whatever new trading relationship should emerge, the report concludes, 
would be the result of hard bargaining. Because Quebec's bargaining 
position is weak, as the report documents, the prospects are that 

the province would be in a poor position to demand concessions of 

the rest of Canada. In fact, it would be Atri auleeror TELS 


retain the protection it now receives from foreign competition. 


"While all regions of Canada would face adjustment difficulties," 
said Mr. Lalonde, "the employment and community problems facing 
Quebec would be enormous. In light of the facts presented in the . 
report, it is clear that independence would not serve the interests 
of Quebeckers and it would severely compound the challenge of 
putting the Quebec economy on a sound competitive footing. The 
choice must be to work together in a co-operative and constructive 
manner that will protect and advance our high standards of living 


and overcome our current problems". 


Following are some highlights of the report's conclusions. 


@ An examination of the trade flow in manufacturers' 
shipments indicates that Ontario, the West and the 
Atlantic region make up a much more important 
market for Quebec, than Quebec does for the other 


nine provinces. 
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Quebec exports a far greater volume of manufactured 
goods to the rest of Canada than the rest of Canada 
ships to Quebec. In 1974 Quebec experienced a 
trade surplus of over $1 billion in manufactured 
goods with the rest of Canada. 


Quebec's dependence on markets in the other 

nine provinces increased in the 1967-74 period, 
while the reverse was true for the rest of Canada, 
and particularly Ontario. 


More than 30 per cent of Quebec's manufacturing 
output is sold in the other nine provinces; 
furthermore, these sales account for one- 


third of Quebec's manufacturing employment. 


In Quebec's key industries, an estimated 
140,000 jobs depend on sales to the other 
provinces. A healthy provincial economy 
in Quebec is vital to sustain another 
226,000 manufacturing jobs. 


Any serious dislocation in the manufacturing 
industries could have a severe impact on 
employment in primary, construction and 
service industries that support manufacturing. 


The advocates of sovereignty-association 
argue that the existing interdependence in 
trade, particularly between Quebec and Ontario, 


would guarantee business as usual. However, 
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the facts and figures indicate this 
interrelationship is much more important 

to Quebec than it is to Ontario. More than 
20 per cent of Quebec's manufacturing 
output was shipped to Ontario in 1974, 
while Ontario sold just 11.8 per cent of 


its manufactured goods to Quebec. 


The key relationship is not between Quebec 
and Ontario, but rather, between Ontario and 
the Western and Atlantic provinces. A new 
Canada of only nine provinces would almost 
certainly mean a fundamental realignment of 
interests among the regions, and result in 

a very different relationship between Ontario 


and Quebec. 


If Quebec were to become independent, the 
other nine provinces could move to reduce 
consumer prices by allowing in less expen- 
sive imported goods, and could act to 


diversify their own industrial base. 


Quebec's large trade surplus in manufactured 
goods with the rest of Canada depends almost 
entirely on the province's highly protected 

traditional industries, especially textiles 

and clothing. 


The present tariff structure is of greater 
benefit to Quebec than to any other province; 
Quebec also benefits from the recent imposition 
of strict quotas on imports of clothing and 


footwear. 
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@ The importance of foreign markets has 
increased considerably for all regions 
except Quebec. 


The report notes also that provincial political leaders across 
the country, as well as leading spokesmen of business and 
industry, have soundly rejected the notion of sovereignty- 


association. 


The report concludes that Quebeckers are being asked to 
vote in favour of a proposition that the other nine provinces 
would probably reject, for sound economic reasons, and the 


result could be "a very poor climate for reconciliation". 


Ref: Marie-Andrée Bastien 
(613) 995-1651 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 
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a right to know exactly what is at stake when they are asked 


to consider replacing their Federation with some other form 
of economic association, Federal-Provincial Relations Minister 


Marc Lalonde said today. 


The minister released" an econolre seudy ene re come Ove le roitty = 
Association -- the Contradictions, the second in a series 


under the general heading, Understanding Canada. 


In the absence of any clear and precise definition of what 

the advocates of sovereignty-association have in mind, said 

Mr. Lalonde, the federal government feels it has a responsibility 
to make information available to the public, so that the issues 


will be fully discussed and clearly understood. 


ia 


"The people of Quebec are being asked to express a view on the 
future of their province and indeed, on the futunesotmeanada,” 
Memebalondersard. "That's; why it 1s°so importane thawte 
Parti Québécois option and the consequences of it be explained 


precisely." 


Among its major conclusions, the report says that as a partner 

in the Canadian Federation Quebec has greater freedom to pursue 
its economic ambitions, and indeed some of the province's goals 
would be impossible or extremely difficult to achieve within 
other forms of economic union. The European Common Market, for 
example, does not permit the use of preferential purchasing 
policies by member states. Canadian provinces, on the other hand, 
make extensive use of preferential purchasing to support their 


own industries. 


While the advocates of sovereignty-association claim that what 
they are proposing for Quebec and Canada is a natural and normal 
development and part of a worldwide trend, the report suggests 
their proposal is just the reverse of what is happening elsewhere. 
The establishment of economic associations in Western Europe is a 
move toward political integration, whereas the PQ is asking the 
people of Quebec to withdraw from a political Federation and an 
economic union that has been working successfully for more than 


110 years. 


Pac He. 


Kparvee~ trom. that. particularvconeradietion, the~PO leavessyvital 
questions unanswered or addressed only superficially. What 
exactly would be negotiated, and how? What negotiating power 
would there be on the two sides? What would be the time limits? 
What would be the risks and the costs of uncertainty during the 
negotiating period? How would the free circulation of capital 
and manpower be affected? Would a monetary union with the rest 
of Canada be possible, or would Quebec have to establish its 


Own .currency? 


The report notes also that the creation of larger economic units 
in Europe has been achieved only with extremely difficult and 
complex negotiations. In the Canadian situation, negotiations 
following a vote by one member of the partnership to withdraw 
politically wouldbe even. more difficult af not virtually 


impossible. 


Among the contentious problems yet to be dealt with in any detail 
is the guestion of dividing up federal assets and liabilities, and 
the hard negotiations that would be involved in a climate less 


than favorable to friendly co-operation. 


Quebec has made remarkable economic achievements within Canada 
and enjoys one of the highest living standards in the world, the 
report says. In spite of its impressive performance, however, 


the province also faces serious economic problems. 


"These problems pose an enormous challenge that will require 


the co-ordination of all’ the resources’ of Canada,’ Sarde. 
Lalonde. “And of course that is one of the fundamental strengths 
of federalism - the ability and proven determination to draw 


upon the resources of the whole country to address the problems 


of the various regions." 


Canadians already benefit from the most advanced kind of economic 
association, the minister added. "The people of Canada, including 
Quebec, have a right to know exactly what is at stake before 
anyone tampers with a system and a society and a working economic 


unit that we have been building together for more than a century." 


Sovereignty-Association -- the Contradictions is the result of a 
study carried out by the federal Department of Finance under the 
supervision of Dr. Otto Thur, assistant deputy minister, and 


former head of the Department of Economics, University of Montreal. 


Ref: Marie-Andrée Bastien 
(613) 995-1651 
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